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CABINET MEMORANDUM

Implementation of the Domestic Debt Optimisation
to restore sovereign debt sustainability

1. Background

1.1 Sri Lanka has been facing tremendous economic, humanitarian and social challenges with a
severe recession amid high inflation, depleted international reserves, an unsustainable public
debt, and heightened financial sector vulnerabilities. Accordingly, with a view to restore
macroeconomic stability and public debt sustainability, safeguarding financial stability, and
stepping up structural reforms to unlock Sri Lanka’s growth potential, the Government of Sri
Lanka (GOSL) entered into a 48-month extended arrangement under the Extended Fund
Facility (EFF) of SDR 2.286 billion (about USD.3.0 billion) with the International Monetary
Fund (IMF) which was approved by the Executive Board of the IMF on 20 March 2023.

12  Parliament of the Democratic Socialist Republic of Sri Lanka (Republic), by Resolution, on
28 April 2023 has granted all requisite approvals for the GOSL to implement the said
arrangements entered into with the IMF by the GOSL for the 48 months EFF for Sri Lanka
with an amount of SDR 2.286 billion (about USD 3.0 billion) to secure a speedy transition
to economic recovery followed by sustainable economic growth, which would benefit the
people of Sri Lanka and future generations.

1.3 Acc;ording to the IMF, inter alia, that Sri Lanka’s public debt is assessed as unsustainable.
The debi-to-Gross Domestic Product (GDP) ratio was projected to have reached 128§,per cent
of GDP in 2022, due to exchange rate depreciation, the fiscal deficit, and negative re;al GDP
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o’

growth, and the Sri Lankan authorities’ fiscal adjustment alone cannot reduce debt to

sustainable levels.

In order to restore sovereign debt sustainability, the Sri Lankan authorities are committed to:

(1) ¢ redugethe devel of public debt below S5 peu:tmi of GDP by 2132,

(ii) reduce average central government gross financing needs (GFNs) in 2027—32
including from the materialization of contingent liabilities, below 13 per cent of GDP,
so that rollover risks under stress are manageable,

(iii) keep foreign exchange (FX) debt service of the central government below 4.5 per
cent of GDP in any year during 2027-32, and

(iv)  ensure that the fiscal and external financing gaps are closed.

Following the interim external debt service moratorium announced on 12 April 2022, the

financial and legal advisors of the GOSL, together with the Sri Lankan authorities started

engaging with the external creditors of Sri Lanka on a restructuring strategy.

In order to fulfil the commitments as mentioned in paragraph 1.4, above, based on the

discussions and engagements between the financial (Lazard Fréres SAS ) and legal advisors

(Clifford Chance LLP) of the GOSL and the Sri Lankan authorities, in addition to the

restructuring of the external public debt of the Republic as indicated under paragraph 1.6(iii)

below, a Domestic Debt Optimization (DDO) (as set out in paragraphs 1.6(i) and (ii) below)

appears necessary to bring downward the GFNs underpinning the Debt Sustainability

Analysis (DSA) conducted by the IMF.

@ Local law foreign currency (LLFC) debt: To restructure the LLFC debt, held in
Sri Lanka Development Bonds (SLDBs) and certain FX bank loans of the GOSL,
with an aim of achieving substantial flow relief.

(i) Local law local currency (LLLC) debt: To design an LLLC debt treatment while
preserving financial stability.

(iiiy Foreign law foreign currency (FLFC) debt: FLFC debt to official bilateral and
commercial creditors is expected to be restructured through extension of grace period
and maturity, interest rate reduction, nominal haircut, or a combination of these. This
will exclude debt owed to international financial institutions (IFIs) and certain other
FLFC debt in accordance with customary norms and pragfices following a sovereign
debt crisis. The restructuring 6f this other FLFC debt is ;ot covered in this Cabinet
Memorandum, and will be the subject of further updates to Cabinet of Ministers, with

2




the priority being the implementation of the DDO described herein (which is also a
stated precondition for the restructuring of FLFC debt owed to members of the ad-
hoc committee of holders of Sri Lanka's International Sovereign Bonds).

[ AT R
z

2. Proposed implenientation strategy for Do‘mestic Debt Opt;misaﬁon (DDO) to restore
sovereign debt sustainability

2.1  Afier a careful analysis of the matters connected with domestic public debt of Sri Lanka such
as the composition, investor and settlement concentrations, impact to the financial system
stability, by the said financial and legal advisors of the GOSL, and the manner in which the
perimeters originated from the DSA conducted by the IMF as part 6f the arrangement under
the EFF of the IMF for Sri Lanka, the following mechanism in summary is considered for
implementation of DDO.

@) Local law foreign currency (LLFC) debt: As at end-May 2023, this included an
accumulation of USD 886 million (Rs. 272 billion') in SLDBs (USD 264 million
outstanding, USD 576 million in principal arrears, and USD 45 million in interest
arrears) and USD 319 million (Rs. 98 billion) in FX bank loans of the GOSL/State
Owned Enterprises (SOEs). Accordingly, the LLFC debt optimisation includes the
following. )
(@  Exchange of outstanding SLDBs issued under the Foreign Loans Act, No. 29

- 0of 1957 to Treasury Bonds issued under the Registered Stock and Securities
Ordinance, No. 7 of 1937 (as amended) of which the currency, manner in
which payment of interest is made and the conditions subject to which such
Treasury Bonds may be exchanged or converted shall be specified by the
Minister of Finance under the said Registered Stock and Securities Ordinance.

(b)  Restructuring of FX bank loans of the GOSL/SOESs, of which the currency,
manner in which payment of interest is made, and other conditions and the
mechanism shall be specified by the Minister of Finance, Economic
Stabilisation and National Policies.

(ii) Locallaw local currency (LLLC) debt: As at end-May 2023, LLLC debt amounted
to Rs. 5,113 billior (USD 17 billion)in outstanding Treasury Bills (36% of total local -

! Exchange rate LKR per USD of 306.9052 as of 22 June 2023 (Central Bank of Sri Lanka) used throughout this
Cabinet Memorandum.



law local currency debt), and Rs. 9,032 billion (USD 29 billion) in outstanding
Treasury Bonds (64% of total LLLC debt). Accordingly, the LLLC debt optimisation
includes the following.

&, (ia}

®

©

-C)nversmnfexchan-;e of Treasury Bonds that have been mswed under the
Registered Stock and Secuntl&s Ordmance, No. 7 of 1937 (as amended) as |
at end-May 2023 into new Treasury Bonds to be issued under the said
Registered Stock and Securities Ordinance. The description of Treasury
Bonds to be so converted or exchanged (based on the International Securities
Identification Numbering/ISIN5s), the type of holders, the manner in which
payment of interest is made and the conditions subject to which such Treasury
Bonds may be exchanged or converted into new Treasury Bonds shall be
specified by the Minister of Finance, Economic Stabilisatibn and National
Policies under the said Registered Stock and Securities Ordinance.

Any non-participation by an employee trust fund, an approved provident fund
or a pension fund, or an approved termination fund within the meaning of the
Inland Revenue Act, No. 24 of 2017 (as amended) (“superannuation funds™)
to effect the said conversion or exchange, as the case may be, as mentioned
in paragraph 2.1 (ii) (a)to the satisfaction of 100 percent of the total value of
the Treasury Bonds maturing between 2024 and 2032 (inclusive) and not less
than 50 percent of the total value of the Treasury Bonds maturing in 2023
outstanding on business date prior to the date of launch of the said conversion
or exchange held by such superannuation funds (DDO), may result in paying
a tax rate 'of 30 percent on the taxable income of such superannuation funds
applied from 1 October 2023. However, the Treasury Bonds maturing on 15
July 2023 will be excluded from the above perimeter.

Conversion of Treasury Bills that have been issued under the Local
Treasury Bills Ordinance, No. 8 of 1923 (as amended) and are held by
the Central Bank of Sri Lanka (CBSL) as at end-May 2023 into Rs. 2,602
billion Treasury Bonds issued under the said Registered Stock and Securities
Ordinance, No. 7 of 1937, of which thc manncr in which payment of interest
is made and the condition§' subject to° which such Treasury Bonds may be
exchanged or converted shall be specified by the Minister of Finance,
Economic Stabilisation arid National Policies.
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The provisional advances made by the CBSL to the GOSL will converted into Treasury
Bonds to be issued under the said Registered Stock and Securities Ordinance. The manner in
wiiich payment of interest is riiade #nd the ¢onditions subject to which: such Tucasury Bonds
may be issued shall be specified by the Minister of Finance, Economic Stabilisation and
National Policies under the said Registered Stock and Securities Ordinance.

Any conversion or exchange, as the case may be, as referred to above deemed to be effective
from the date as may be decided by the Minister of Finance, Economic Stabilisation and
National Policies.

In order to implement the said proposed domestic debt optimisation strategy, all necessary
amendments to the applicable legislations, where necessary, will be effected by the Ministry
of Finance, Economic Stabilisation and National Policies after obtaining requisite approvals
from Parliament by way of Resolution as depicted in Annex 1 hereto.

The legal clearance obtained from the Hon. Attorney General for the above said DDO
arrangement dated 27.06.2023 is given at Annex 2.

The concept paper of DDO envisaged under the IM_'F-EFF arrangement is attached as
Annesx 3.

Approval

Considering the above the approval of the Cabinet of Ministers is sought:

@) to submit the Resolution at Annex 1 hereto, to Parliament to resolve that the domestic
public debt of the Democratic Socialist Republic of Sri Lanka be optimised to ensure
public debt sustainability of the Republic as an arrangement entered into with the
IMF by the GOSL for the 48 months EFF for Sri Lanka with an amount of SDR 2.286
billion (about USD 3.0 billion) as already approved by Parliament on 28 April 2023
to secure a speedy transition to economic recovery followed by sustainable economic
growth, which would benefit the people of Sri Lanka and future generations, and fo
be granted with all requisite approvals to implement this arrangement of domestic
debt optimisation, and

(i) to implement the proposed strategy for Domestic Debt Optimisation consistent with

"? the EFF of thé IMF for St Lanka as depicted in paragraph 2.1, above after'receiving
all requisite approvals of Parliament for the Resolution at the said Annex 1, and



) (iii) to authorize the Hon. Minister of Finance, Economic Stabilisation and National
Policies and other public institutions and public officers, as required, to take all
necessary actions, including but not limited to introducing amendments to legislation,

S, IR » % formulating. aud publishing cubsidiary leglslanopsan@msuanoe of approvals and 7
authorizations under such legislation and subsidiary legislation, for tﬁe successful
implémcntaﬁon of the said proposed strategy for Domestic Debt Optimization

depicted in paragraphs 2.1 and 2.2 above.
Ranil Wickrenmesinghe—

President and Minister of Finance,
Economic Stabilisation and National Policies
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Urgent & Confidential

My, K.P. Harsha Wijewardhana
Secretary to the Leader of the House of Parliament

Fax: 2777464
CABINET DECISION
Given below is an extract of Item No.(04) of the Minutes of the Special CebmBrMeafing held

on 2023-06-28.

Item No.(04)

Cabinet Paper N0.23/1220/604/120, 2 Memorandum dated 2023-06-28 by the Minister of
Finance, Economic Stabilization and National Policies on "Implementation of the Domestic
Debt Optimization to restare sovereign debt sustainability” - the above Memorandum tabled
at this meeting was cousidered by the Cabinet. After discussion, it was decided to grant
approval {o the proposais (3), (i) and {iii) in paragraph 3 of the Memorandum.

It was also decided to treat this decision as confirmed and to authorize the Secretary to the
Cabinet of Ministers to convey the same to the relevant authorities for necessary action

accordingly.

Actionby:  My/Finance, Economic Stabilization and National Policies
Governor of the Central Bank of Sri Lanka - copy of Memorandum annexed.

Copied to: Secretary to the President - copy of Memorandum annexed.
) Attorney General - copy of Memoranduny annexed. i
Secretary to the Prime Minister - copy of Memorandurm anniexed.

Seeretary General of Parliament
Secretary to the Leader of the House of Parliament
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Annex 3

CONCEPT PAPER

T ) . . o o : : ‘\' . i -~
Implementation of the Domestic Debt Optimisation (DDO)
to restore sovereign debt sustainability

Background

Sri Lanka has been facing tremendous economic, humanitarian and social challenges with
a severe recession amid high inflation, depleted international reserves, an unsustainable
public debt, and heightened financial sector vulnerabilities. Accordingly, with a view to
restore macroeconomic stability and public debt sustainability, safeguarding financial
stability, and stepping up structural reforms to unlock Sri Lanka’s growth potential, the
Govemnment of Sri Lanka (GOSL) entered into a 48-month extended arrangement under
the Extended Fund Facility (EFF) of SDR 2.286 billion (about USD 3.0 billion) with the
International Monetary Fund (IMF) which was approved by the Executive Board of the
IMF on 20 March 2023.

Parliament of the Democratic Socialist Republic of Sri Lanka (Republic), by resolution, on
28 April 2023 has granted all requisite approvals for the GOSL to implement the said
arrangements entered into with the IMF by the GOSL for the 48 months EFF for Sri Lanka
with an amount of SDR 2.286 billion (about USD 3.0 billion) to secure a speedy transition
to economic recovery followed by sustainable economic growth, which would benefit the
people of Sri Lanka and future generations.

According to the said arrangements entered into with the IMF by the GOSL, infer alia, Sri
Lanka’s public debt is assessed as unsustainable. The debt-to-Gross Domestic Product
(GDP) ratio was projected to have reached 128 per cent of GDP in 2022, due to exchange
rate depreciation, the fiscal deficit, and negative real GDP growth, and the Sri Lankan
authorities’ fiscal adjustment alone cannot reduce debt to sustainable levels.

In order to restore sovereign debt sustainability, the Sri Lankan authorities are committed

to:

(i).  reduce the level of public debt below 95 per cent of GDP by 2032,
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(i)  reduce average central government gross financing needs (GFNs) in 2027-32,
including from the materialization of contingent liabilities, below 13 per cent of
GDP, so that rollover risks under stress are manageable,

i)  keep foreign exchange/(FX) debt service of the central govémment below 4.5 per

cent of GDP in any year during 2027-32, and
(iv)  ensure that the fiscal and external financing gaps are closed.

Composition of public debt of the Republic

As of end-2022, the Republic’s public debt including the Central Government debt,
Guaranteed State Owned Enterprises’ (SOEs) debt and the Central Bank of Sri Lanka
(CBSL) debt amounted to USD 83,670 million, equal to 128.3% of GDP. The Central
Govemment debt accounted for 92% of total public debt (USD 76,834 million), SOEs debt
guaranteed by the Government for 4% of total public debt (USD 3,739 million), and the
CBSL owed 4% of total public debt (USD 3,098 million).

Overall, public debt in foreign currency amounted to USD 45,618 million (USD 41,549
million in foreign law, and USD 4,069 million in local law respectively), while public debt
in local currency amounted to USD 38,052 million.

Foreign currency public debt mainly consisted in Central Government debt owed to
commercial creditors (USD 20,658 million), while local currency public debt was mainly
made up of Central Government bonded debt (Treasury Bills and Treasury Bonds,
equivalent to USD 11,364 million and USD 24,020 million, respectively) of USD 35,384

million.

Justification for domestic debt optimisation

The Domestic Debt Optimisation (DDO) is a condition of the EFF, insofar as it will
contribute to meeting the Debt Sustainability targets agreed upon with the IMF. It is
justified by the ambitious nature of these targets, the need to manage Sri Lanka’s public
debt rollover risks in the future and the imperative of ensuring a fair contribution from all
creditors to the resolution of Sri Lanka’s debt probiem, without however jeopardizing the
stability of the domestic financial system. . : ‘:




One of the objectives of the public debt restructuring is to bring the average GFNs over
2027-2032 to 13.0%, as per the target set by the IMF, from an average of 16.8% currently
projected (in the; absence of debt treatment). The contemplated DDO strategy has an
insifumental mpa@is on the ave:r'c'lzge'fré‘rFNs, a5 it:enables fo reduce aVefége GFXs over the
considered period by 1.5 percentage points (after decimal rounding-off), of which:

@ 0.5 perceniage point per annum will come from the contemplated treatment of
Treasury Bonds held by superannuation funds;

(i) 0.1 percentage point per annum will come from the contemplated treatment of Sri
Lanka Development Bonds (SLDBs)/Foreign Currency Banking Units of local
banks (FCBUs); and

(iii) 1.0 percentage point per annum will come from the contemplated treatment of
Treasury Bills and proviéional advances held by the CBSL.

Advice received from financial and legal advisors of the GOSL

In order to fulfil the commitmeﬁts as mentioned m paragraph 1.4, above, based on the
discussions and engagements between the financial and legal advisors of the GOSL and
the Sri Lankan authorities, in addition to the restructuring of the external public debt of the
Republic as indicated under paragraph 4.1.3 below, a domestic debt optimisation (set out
in paragraphs 4.1.1 and 4.1.2 below) appears necessary to bring downward the GFNs
underpinning the Debt Sustainability Analysis (DSA) conducted by the IMF.

4.1.1 Local law foreign currency (LLFC) debt: To restructure the LLFC debt, held in Sri

Lanka Development Bonds (SLDBs) and certain FX bank loans of the GOSL, with an
aim of achieving substantial flow relief. |

4.12 Local law local currency (LLLC) debt: To design an LLLC debt treatment while

preserving financial stability.

4.1.3 Foreign law foreign currency (FLFC) debt: FLFC debt to official bilateral and

commercial creditors is expected to be restructured through extension of grace period
and maturity, interest rate reduction, nominal haircut, or a combination of these. This
will exclude debt owed to international financial institutions (IFIs) and certain other
.FLFC debt in accordance with customary norms and practices following a sovereign
debt crisis. The restructuring of this FLFC debt is not covered in this Concept Paper,



which will be the subject of further updates to Cabinet, with the priority being the
implementation of the DDO described herein (which is also a stated precondition set
by the ad hoc committee of holders of Sri Lanka's international sovereign bonds for the
restructuring of FLFC debi owed to-its fieribers). % <

5. Proposed implementation strategy for Domestic Debt Optimisation to restore
sovereign debt sustainability

5.1  After a careful analysis of the matters connected with domestic public debt of Sri Lanka
such as the composition, investor and settlement concentrations, impact to the financial
system stability by the said financial (Lazard Fréres SAS ) and legal advisors (Clifford
Chance LLP) of the GOSL, and the manner in which the perimeters originated from the
DSA conducted by the IMF as part of the arrangement under the EFF of the IMF for Sri
Lanka, the following mechanism in summary is considered for implementation to optimise
domestic public debt.

Operational Structure:

@@ Local law foreign currency (LLFC) debt: As at end-May 2023, this includes an
accimulation of USD 886 million (Rs. 272 billion') in SLDBs (USD 264 million
outstanding, USD 576 million in principal arrears, and USD 45 million in interest
arrears) and USD 319 million (Rs. 98 billion) in FX bank loans of the GOSL/State
Ownéd Enterprises (SOEs). Accordingly, the LLFC debt optimisation includes the
following.

(a) Exchange of outstanding SLDBs issued under the Foreign Loans Act, No.
29 of 1957 to Treasury Bonds issued under the Registered Stock and
Securities Ordinance, No. 7 of 1937 (as amended) of which the currency,
manner in which payment of interest is made and the conditions subject to
which such Treasury Bonds may be exchanged or converted shall be

specified by the Minister of Finance under the said Registered Stock and
Securities Ordinance.

) “s &
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Exchange rate LKR per USD of 306.9052 as of 22 June 2023 (Central Bank of Sri Lanka) used throughout
this Concept Paper.




(ii)

(b)  Restructuring of FX bank loans of the GOSL/SOEs, of which the currency,
manner in which payment of interest is made and other conditions shall be
specified by the Minister of Finance.

Y " o’ 5 - L W,

LLC) debt: As at end-May 2
amounted to Rs. 5,113 billion (USD 17 billion) in outstanding Treasury Bills (36%
of total local law local currency debt), and Rs. 9,032 billion (USD 29 billion) in
outstanding Treasury Bonds (64% of total LLLC debt). Accordingly, the LLLC
debt optimisation includes the following.

Local law local currencf

(@ Conversion/exchange of Treasury Bonds that have been issued under
the Registered Stock and Securities Ordinance, No. 7 of 1937 (as
amended) as at end-May 2023 into new Treasury Bonds to be issued under
the said Registered Stock and Securities Ordinance. The description of
Treasury Bonds to be so converted or exchanged (based on the International
Securities Identification Numbering/ISINs), the type of holders, the manner
in which payment of interest is made and the conditions subject to which
such Treasury Bonds may be exchanged or converted into new Treasury
Bonds shall be specified by the Minister of Finance, Economic Stabilisation
and National Policies under the séid Registered Stock and Securities
Ordinance.

(b)  Any non-participation by an employee trust fund, an approved provident
fund or a pension fund, or an approved termination fund within the meaning
of the Inland Revenue Act, No. 24 of 2017 (as amended) (“superannuation
funds™) to effect the said conversion or exchange, as the case may be, as
mentioned in pafagraph 5.1 (ii) (@) to the satisfaction of 100 percent of the
total value of the Treasury Bonds maturing between 2024 and 2032
(inclusive) and not less than 50 percent of the total value of the Treasury
Bonds maturing in 2023 outstanding on business date prior to the date of
launch of the said conversion or exchange held by such superannuation
funds (DDO), may result in paying a tax rate of 30 percent on the taxable
inéome of such sﬁperannuatfbn funds applied from 1 October 2023.

023, LLLC debt



52

53

However, the Treasury Bonds maturing on 15 July 2023 will be excluded
from the above perimeter.
(c) Conversion of Treasury Bills that have been issued under the Local
8 * Treadury Bills Ordiaance, No. 3°0£1923 (as amendéd) and-aré'held by
the Central Bank of Sri Lanka (CBSL) as at end-May 2023 into Rs. 2,602
billion Treasury Bonds issued under the said Registered Stock and
Securities Ordinance, No. 7 0of 1937, of which the manner in which payment
of interest is made and the conditions subject to which such Treasury Bonds
may be exchanged or converted shall be specified by the Minister of
Finance, Economic Stabilisation and National Policies.

(iii)  The provisional advances made by the CBSL to the GOSL will converted into
Treasury Bonds to be issued under the said Registered Stock and Securities
Ordinance. The manner in which payment of interest is made and the conditions
subject to which such Treasury Bonds may be issued shall be specified by the
Minister of Finance, Economic Stabilisation and National Policies under the said
Registered Stock and Securities Ordinance.

(iv)  Any conversion or exchange, as the case may be, as referred to above deemed to be
effective from the date as may be decided by the Minister of Finance, Economic
Stabilisation and National Policies.

Legal Structure:

With regard to the implementation of the said proposed DDO strategy, all possible legal
and operational structures have been assessed and considered, in discussions with the
financial and legal advisors of the GOSL. Accordingly, the said legal structure was
submitted to the Hon. Attorney General and legal clearance was granted by the Hon.
Attorney General.

In order to implement the said proposed DDO strategy, necessary amendments to the
applicable legislations, where necessary, and issuance of nécessary Regulations under the
Registered Stock and Securities Ordinance including the Regulations as given at

" Appendix, wiil be made by the Ministry of Finance, Economic Stabilisatién and Nationai

Policies after obtaining requisite approvals from Parliament by way of Resolution.
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Conclusion
With a view to restoring macroeconomic stability and public debt  sustainability,
safeguarding financial stability, and stepping up structural reforms to unlock Sri Lanka’s

. grozirpotential, GOSL entered into 4o EFF with the IMF and Parliamert of the ¥ spublic,

by Resolution, on 28 April 2023 has granted all requisite approvals for the GOSL to, inter
alia, implement the arrangements to restore sovereign debt sustainability.

In order to fulfil the commitments as mentioned in paragraph 1.4, above, in addition to the
restructuring of the external public debt of the Republic, a DDO appears necessary to bring
downward the GFNs underpinning the DSA conducted by the IMF. Accordingly, the DDO
will be tailored for the main holders of domestic securities, i.e., (a) Treasury Bond holdings
by the superannuation funds (as defined above), (b) the holdings in SLDBs and FX bank
loans of the GOSL/SOEs, and (c) the Central Bank of Sri Lanka’s holding of Treasury Bills
and Provisional Advances to GOSL. The details of DDO for Tréasury Bonds will be
outlined in the Exchange Memorandum, which will be made available from the Ministry

of Finance upon receipt parliamentary approval.
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Appendix

Government Notifications

., REGISTERED STOCK AND.SECURSTIES:ORDINANCE (CHAPTER 420)

> Lo LT B < ¥ A .k L V&S : '}___ B
REGULATIONS.made by the President of the Democratic Socialist Republic of Sri Lanka under
Section 55 read with Section 34 of the Registered Stock and Securities Ordinance (Chapter 420)
read with paragraph (2) of Article 44 of the Constitution.

RANIL WICKREMESINGHE,
President and Minister in charge of the subject of Finance,
Economic Stabilisation and National Policies.

Colombo,
July, 2023

WHEREAS, Parliament of the Democratic Socialist Republic of Sri Lanka (Republic), pursuant
to the décision of the Cabinet of Ministers of ~ June 2023, resolved that the domestic public
debt of the Republic be optimised to ensure public debt sustainability of the Republic and, thereby
to secure a speedy transition to economic recovery followed by sustainable economic growth,
which would benefit the people of Sri Lanka and future generations, and granted all requisite
approval to implement the domestic public debt optimisation.

BY virtue of the powers vested in me under Section 55 read with Section 34 of the Registered
Stock and Securities Ordinance, No. 7 of 1937, I, Ranil Wickremesinghe, Minister of Finance,
Economic Stabilisation and National Policies do hereby make Regulations as follows.

Regulations
L These Regulations may be cited as the “Registered Stock and Securities (Conversion of

Securities) Regulations, No. 2 of 2023”.

A
o

o Sy oy
T LR



Appendix

I hereby declare and authorize the Secretary to the Ministry of Finance, Economic

Stabilization and National Policies, and the Registrar of Public Debt :-

2.1  to offer to ady holder of any stock or securities issued in Sri Lanka under the

Lo ‘pipvisions of the Ordinance or any,othe» eractment, the option of converting or
e:cchangiﬂg, as the case may be, the holding as at . .- ....... or part thereof. :

22  to convert or exchange, as the case may be, any stock or securities issued in Sri
Lanka under the provisions of the Ordinance or any other enactment held by holders
into Treasury Bonds to be issued under the Ordinance.

2.3  to specify the manner in which payment of interest is made and the conditions
subject to which such Treasury Bonds may be converted or exchanged, as the case

may be, under the Ordinance.

I do hereby authorise the Secretary to the Ministry of Finance, Economic Stabilisation and
National Policies, and the Registrar of Public Debt to create and issue under the Ordinance
such an amount of the Treasury Bonds as may be necessary for the conversion or exchange

of the securities as declared and authorized under Regulation 2, above.

I do hereby declare that all privileges, exemptions and immunities attaching by virtue of
any written law in force in Sri Lanka to any stock or securities shall be deemed to be
attached to any new registered stock or securities issued under this Ordinance in conversion

or exchange, as the case may be.

I do hereby authorise the Secretary to the Ministry of Finance, Economic Stabilisation and
National Policies, and the Registrar of Public DeBt to create and issue under the Ordinance
such Treasury Bonds as may be necessary for the purpose of paying any expenses incurred
in the creation and issue of Treasury Bonds as authorised by these Regulations.




